Approved For Release 2001/05/10 : CIA-RDP78.04718A000100240029 -5 ‘l"_,..nu"’""'

+

25X1A

25X1A

BR 5-6395
7 June 1954

MEMCRANIU. FCR: Colopel white
SUBJECT : Budget Coptrol im 2dminietrmtive Plans

1. At the request of a meeting was held in my
offiee on 4 June attended by from 25X1A
the Office of the Compiroller and by
from FALS. 25X1A

2. The purposc of the meeiing wes once more to discuss the
need and application of budget-control machipery in aduinistrative
plang for certain projects. All present were absolutely convinced
that it is aost desirable tuat certain projects be controlled in
thelr ilmplementation mot by a2 single allotument of funds but by an
operating budget baving sub-allotments or budget limitations to
control ihe amount of money wilch can Le 2xpended for sach of the
major activivies or purpcses approved.

20X1A

3. To illustrate tae provlesn, FProject costs many
millions of dollars each year; yet the !zency project-approval
system and the budget system of the Agency provide for cnly a
single-allotaent control over the entire sum of money. Moreover,
the disbursing officers and certifying offlicers concerned are
given no document adequately ocutlining the scope of approved
activities Lo be undertaken nor indicating toe amount of mobey
CIA authorizes for expenditure on each of the several major
prograns of Under such cireuustences, CIA funds may not
be, and feegquently are not, expended for the balanced progran &s
approved but may be {reecly shifted frowm one approved mctivity to
ancther, or even expended for urnauthorized purposes.

4. In this particular ;roject, whica I have selected to
illustrate the problea, the Director has in the past evidenced 25X1A
direct interesi that only a prescribved amount of money (end effort’
be expended [or each of the several approved activities of
Adequate flexibility bas been given to the operating pribe: s to
make remscnable adjustaoents in the budget, but major transfer of
funds and effort, or the undertaking of new activities, is prohibi-
ted except with CIA approval.
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5. Despite these facts, CIA bas not yet been able to formal-
1ze theoss stipulations on a continuing basis in an sdministrative
plan for the condiet of PAPS at the present time has
other pwojecud is & specific example) waileh, in the
opinion of PAPS and the Comptroller, warrant more detailed control
than that afforded by a singls allotment. A msjor impmsse exists
in that the Ares Divisions of DD/F, the COA/I0P, the Comptroller,
and FAPS itself have not been abla to develop a budget-control

system (nor language for the expression of such a system for use
in edministrative plans) which is mutually meceptable.

6. One major probles appears to be the faet that DD/F ecom-
ponents challenge the authority of the Comptroller and PAPS to
insert such conirols into an administrative plan.

7« In our discussions on this point, we referred back to
Regulation whieh
Places a respons n on - A to approve an
sdministrative plan whiek will provide optimm standards of sound
admninistration compatible with security and operatiosal eircum-
stances. Thus, if it is the Comptroller's and FAPS' opinion that
& project requires more detailed budgetary control to emsure sound
adainistratisn, such provisions should be inaorporated into the
administrative plan. Dissenters have the ¢clemr option to non-
concur and the DD/P and the DD/A will support obe position or the
other, or the matter will be resolved by the Director.

8. Cu this basis it was the consensus that Pm&ect* 25X1A
wvould be 8¢ handled as & test case, and the balance of tne wmeeting
was concerned with the type of budgetary control which seemed
warranted and the langusge to bLe used in setting forth the necessary
requirements.

2. J‘he undersigned presented to the group his opinion that the
best way to solve this problem in s harmonious ssnner wes not to
fight over esch individual projeet, but rather to develop a common
concept and system for all appropriate projects. The simple fact
is that CIA has not adopted any Iintegrated consept of project spprov-
al for the planned administrative eontrol of projects and, which is
most important, CIA lacks san sadequate system of budgetary and fiscal
eontrol over oparsticneal funds.

10. As an exarple of tnis daficlency, the FRC or the Direetor
approve individual projeets requiring funds in excess of 3$25,000; yet
milliona of dollars are approved for projects in such general terms
that there i{s absolutely no assurance that the aonies will in fact
be expended for the purposes the authorizing official hed in mind.
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Furthermore, the authorizing officisl cannot be sure ithese funde
will not be expended for purposes of which he would disapprove,
were he aware of them.

1l. The sipgle-allotment system, as the sole independent
countercheck to the expenditure of funds, is grossly insdequate for
uany operaticnal projects running each into millions of dollars.

It is an unfortunste fact that the Comptroller is not even furnish-
ed with a suceinet statewent of the various activities contemplated
which are being suthorised for ismplementation, nor with s budget
showing either the basis upon which the total amount of funds
required was complilad or indicating the amount of funds suthorired
(at least in theory) for each of ‘multiple activities which are
often included in & aingle projet¢t. Under these ¢ircumstances the

cannot fulfill his noreal function of assuring that the
activities conducted under specific projects are within the over-
all scope of the project as approved, to say nothing of assuring
that funds are pot diserted from one cbjlective set forth in the
projesct to other cbjectives.

12. Io terms of the above, I advised the group thet it was
my honest convietion that there would Dever be a sensible, generally-
accepted soclution to these problems uantil the Agancy made an objec-
tive study of its over-all systesm for the planning, suthorization
and administration of operstiocnal Jeets. The present uystem
consists of a seriea of uarelated (and often conflicting) regulations
wvhich do not consitute an adequate, intagrated aystem for the comntrol
and direction of operational activities.

13. I also advised tha group that I vas prepering a staff study

designed to bring out this problem with the objective of securing
official sction to remedy the situation.

25X1A

eg: Zomptroller
cer Chief, PAPS
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